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OTHER PROVISIONS 
The USA PATRIOT Act includes 


several other provisions with pos- 
sible implications for U.S. taxpayers. 
Act Sec. 363 increases the civil and 
criminal penalties for money laun- 
dering. Act Sec. 367 requires a study 
of the Currency Transaction Report 
system to make the system more 
useful in criminal and tax investi- 
gations. Act Secs. 371 through 373 
make the act of smuggling bulk cash 
or securities a criminal offense and 
authorize the forfeiture of the cash 
or securities being smuggled. 


SUMMARY 
The USA PATRIOT Act will not 


only give the federal government 
a number of new tools to more 
efficiently and effectively root out 
terrorism, it will also give the IRS 
some new tools in combating tax 
fraud carried out using transac- 
tions involving foreign countries. 
Congress has preserved to itself the 
power to terminate the money 
laundering provisions of the new 
law by a joint resolution effective 
October 1, 2004. In the meantime, 
however, the expanded intelligence 
gathering powers provided in the 
USA PATRIOT Act should serve 
to assist the IRS in its ongoing 
pursuit of taxpayers using foreign 
accounts and entities to evade pay- 
ing U.S. tax obligations. 
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policy chosen is a reasonable 1n- 
vestment for the participant in light 
of all the circumstances. Failure to 
investigate the policy thoroughly 
and compare it with alternative in- 


C. Infanti. Feb. p. 22. 


vestments could create a problem. 
Although the fiduciary should be 
able to take tax benefits into ac- 
count, it is not clear whether this 
may be done. 

If the plan is a self-directed plan 
(participant chooses his own in- 
vestments), however, the plan 
fiduciary generally would not be 
liable for any losses or breach of a 
fiduciary duty, provided certain 
requirements are satisfied (e.g., 1n- 
vestment can be changed 
periodically, there are multiple 
investment possibilities, efc.). 

Springing Cash Value. The IRS 
has taken the position that the cash 
surrender value (CSV) may not be 
used to determine the amount in- 
cludible in income when the policy 
is distributed out of the policy if 
policy reserves more accurately re- 
flect the policy’s value at that time. 
A springing cash value situation 
arises where the stated CSV is sig- 
nificantly below the value of the 
reserves in the early years of the 
policy, and the CSV increases sharply 
after the policy is distributed. While 
having the IRS increase the value 
deemed to be distributed could cre- 
ate problems under various Code 
Sections, these problems will be 
avoided in the present case by hav- 
ing the CSV equal the value of the 
reserves at the distribution date. 


POSSIBILITY OF PENALTIES 


Code Sec. 6662 imposes a 20-per- 
cent accuracy-related penalty on 
any portion of an understatement 





